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PERCENTAGE OF INCREASE 


BUSINESS RECOVERY AND REAL ESTATE 


USINESS made rapid gains in Saint Louis during July. For the first time since 

B rerenen: 1929, the dollar total of all check transactions exceeded the corres- 
ponding month of a year ago. During the past four months the total of all 
checks drawn each month in Saint Louis has increased 40.1%. Corrected for seasonal 
variation the gain is still larger - 42.2%. Checks drawn in Saint Louis during July, 
1933, exceeded by 10.7% those drawn in July, 1932. Freight car loadings in Saint 
uis have been showing an increase for the past three months in comparison with a 
year ago. For July, this increase was 16.4%. During the past four months they have 
increased by 31.4%. Department store sales are never available until a month later. 
The figures for June, however, adjusted for seasonal variation, show an increase of 
18% in comparison with the low point this last spring. Marriage licenses have ex- 
ceeded the corresponding month of a year ago for the third successive month. They 
re now 19.2% above the low of four months ago. These are unmistakable signs that 
‘overy is not only under way but that it is coming at a pace never equalled before. 


How soon will this affect real estate? 


Real estate is already feeling some effect. Foreclosures, while still un- 


usually high, dropped 5% during the past month. Real estate activity increased 14.3% 


above the low point reached in May. Building material costs have 
advanced 17.7% since the first week in 
March, as measured on the Irving Fisher 
index shown on the chart to the left. 
This has added a great deal to the re- 
placement cost of all existing build- 
ings, increasing their value. 


is now 20.2% 


'7 BUILDING MATERIAL PRICES } 
3 Rentals are still dropping 
and will continue to drop until vacan- 
cies are reduced. General commodity 
prices always rise first because the 
middle man and the speculator buy com- 
modities on a market expected to rise - 
not for use, but for resale at a prof- 
it. With no wholesalers, retailers or 
speculators to take up the slack, resi- 
dential rentals must wait until the ul- 
timate consumer can absorb the surplus. 
| The increase in rentals, however, is 
= inevitable. When it comes, it will be 








BI ec ee ; | oaare too late to buy real estate for the 

ee — ead — — greatest profit. NOW IS THE TIME TO BUY. 
THE MONTH'S CHANGES AT A GLANCE 

The indicators at the bottom of the page will show at a glance the month's 

sthanges in conditions. The position of the arrow-head shows the movement during 


the month - up indicating improvement and down, decline. 
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The chart above shows the drop in the gold value of the dollar since th 
United States officially suspended the gold standard on April 19. 


As the dollar drops in its gold value, prices go up. As the dollar in- 
creases in its gold value, prices go down. That is the reason that prices were 
showing rapid increase until the middle of July and have since shown a slight drop. 
The increase in the value of the dollar since the middle of July is due to conver- 
sion of British dollar gold bonds to sterling bonds and to the desire of Roosevelt 
to halt price increases until the NRA starts functioning. We believe that it is 
an essential part of the recovery program that the dollar go lower and prices go 
higher. 


The drop in the gold value of the dollar since April 19 is now equal to 
the drop in the first thirteen months during the Civil War, the last time we were 
off the gold standard. 


BASIC CYCLES OF REAL ESTATE ACTIVITY 


I: real estate as in all other lines of business, booms are followed by depres- 
sions and depressions by booms. Activity never follows a stabilized course. Un- 
like general business, however, the real estate cycle is of such long duration 
that few men experience three complete cycles during their business life. The great- 
er portion of men in the real estate business today have not experienced two com- 
plete cycles, and many not even one. The necessity for entirely different tactics in 
different periods of the cycle makes it extremely hazardous for a real estate opera- 
tor to rely on his own incidental experience in meeting the problems of booms and 
depressions. The depression period which we nave just come through is most similar 
to the real estate depression of the late seventies in cause and effects. It also 
has much in common with the late nineties and the period during the World War. No 
man under eighty years of age could profit much today by his personal experiences of 
successful and unsuccessful tactics during the depression of the seventies. Few men 
under fifty today have been in business long enough to have experienced more than 
one general real estate boom. Unless a man has been in business for fourteen years 
he did not experience the beginning of the last real estate boom. 


The length of the real estate cycle, therefore, makes it necessary to sup- 
plement the experience of the individual with a detailed knowledge of the causes and 
effects in previous cycles, with the danger signs, with the sequence of events in 
the depressions and recoveries,and with such other material as will aid him in oper- 
ating his business with the least risk and the maximum profit. 


This knowledge can only be acquired by a study of the measured facts of 
these cycles. It is of interest to know that foreclosures were high .in 1878, but it 
is of far greater importance to know how high they were in relation to the size of 
the city at that time, what factors were responsible for this height, how this 
height compares with the figures today, and how similar or dissimilar were the caus- 
es operating then. Science never advances to the point where prediction is possible 
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until it measures the quantity of its factors. From time immemorial, man's imagina- 
tion has been intrigued by the stars, but until real and apparent movements of as- 
tral bodies had been measured and compiled over a period of years, the second-split- 
ting predictions of eclipses, of the return of comets and of other astronomical phe- 
nomena were impossible. Only in the very recent past has economics emerged from an 
armchair philosophizing to a microscopic examination of relationships of index num- 
bers. Only since this change in method has it been possible to forecast with any 
degree of accuracy. 


One of the reasons that economics was so late in coming to a study of facts 
on a measured scientific basis was that there were no exact compilations made of 
most data prior to the World War. This has been true particularly of real estate, 
In Saint Louis the earliest figures obtainable were from 1922. Most other cities 
were in the same condition It is possible, however, to reconstruct these figures, 
month by month, from the recorded deeds themselves. This we have done for Saint 
Louis and Saint Louis County back to 1868. 


It is to be regretted that no national figures are available. The only 
way national figures can be prepared is by summarizing figures of representative cit 
ies. This we will do as soon as we can complete figures for past years in other 


cities on the same basis and with the same thoroughness used in compiling the fi- 
gures for Saint Louis. It is quite apparent, however, from such figures as do exist 
in San Francisco, Philadelphia and Cleveland that the general characteristics and 
cycles found in the Saint Louis compilations are national in scope. 


In March, 19352, the Real Estate Analyst showed a study of real estate ac- 


tivity from 1868 to the present. This study was prepared by charting the number of 
transfers, exclusive of foreclosures, in relation to the number of families in the 
community. The family was used as the unit rather than the individual, as we have 


found by actual experiment that a per capita adjustment, due to the smaller size of 
the family today in comparison with fifty to seventy-five years ago, produces an un- 
intelligible result. 


Since this issue appeared, we have been analyzing very carefully all of 
the transfers recorded each day in an effort to discover what part of them actually 
represented real estate activity. It was self-evident, of course, from the begin- 
ning that transfers by foreclosure should be eliminated, and foreclosures were elim- 
inated from the chart prepared in March, 1932. There has always been a question in 


our minds, however, regarding quitclaim deeds, They were included in the transfer 
figures used in the real estate activity chart of last year but are eliminated in 
the chart shown in this issue. We are now convinced that they should be omitted to 


give the truest picture of the liquidity of real estate. 


Quitclaim deeds are present in great numbers in the transfers of real es- 
tate during both booms and depressions. Careful studies were made of random months 
during the past twenty years to find out how the percentage of quitclaim deeds to 
total deeds varied. These percentages were then studied in relation to the percen- 
tage of foreclosures to total deeds in the same months. The table below shows these 
percentages. 


Month & Year Total Transfers Quitclaims Percent Foreclosures Percent 


July 1933 1886 553 29.3% 399 21.2% 
April 1932 2288 572 25.0% 390 17.0% 
January 1932 1951 463 23.7% 274 14.1% 
July 1924 2975 351 11.8% 32 1.1% 
June 1918 1127 158 14.0% 85 7.5% 
March 1918 1281 210 16.4% 85 6.6% 
January 1918 883 182 20.6% 75 8.5% 
February 1914 1352 192 14.2% 66 4.9% 


It is apparent from these -percentages that as real estate gets into trou- 
ble (indicated by high foreclosures) quitclaim deeds are used to a large extent by 
persons so disgusted with their property that they are willing to turn it over to 
the owner of the mortgage without putting him to the trouble of foreclosure. They 
are used during periods of inflation to a smaller extent to take care of transac- 
tions involving straw parties. When quitclaim deeds are not omitted from the trans- 
fer figures, the amount of activity during severe depressions is exaggerated. By 
comparing the chart, with quitclaim deeds omitted, shown in this issue, with the one 
in the March, 1932 issue, with quitclaim deeds included, this is clearly apparent. 


The real estate activity chart on pages 174, 175 and 176 shows graphically 
the variations in real estate activity in Greater Saint Louis since the Civil War. 








173 








PERCENTAGE ABOVE NORMAL 


al 
< 
= 
x 
°o 
= 
é 
P| 
w 
a 
w 
< 
eg 
z 
w 
rs) 
4 
w 
a 


174 





A STUDY OF REAL ESTATE ACTIVITY 
IN SAINT LOUIS AND SAINT LOUISCOUNTY 


COPYRIGHT 1933 
REAL ESTATE ANALYSTS, INC. 
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The straight line marked “normal” represents the average number of transfers of real 
estate, exclusive of foreclosures and quitclaim deeds, which would normally take 
Place in Saint Louis each month, were it possible to eliminate entirely the periodic 
swinging of the pendulum from the extreme of feverish activity to the other extreme 
of frigid inaction. This line takes into consideration such factors as the increase 
in the number of families in the area and other factors of growth which have been 
gradually increasing the average volume of ‘business. 


The black areas above the line represent periods of activity. The black 
areas below the line represent periods of inactivity. The scale at each end of the 
chart shows the percentage above or below normal. For example, in May, 1923 real 
estate in Greater Saint Louis reached a point of activity or liquidity 56% greater 
than normal, while in May, 1955, its inactivity or frigidity was 70% below normal. 
This study teaches several interesting lessons about real estate to the person in- 
terested enough to study it carefully. 


I. Real estate activity 1s periodic, coming in more or less regular cy- 
cles. Self-evident as this is, during each major real estate boom, this fact is \ 
lost sight of by almost all investors. Property is purchased with the idea that li- 
quidity of real estate is permanent and that it can be disposed of again as readily , 
as it was purchased, Real estate sales organizations are built up with an idea of 
permanency,and as the boom dwindles away confused real estate brokers employ more ) 
and more pressure in advertising and sales helps in an effort to maintain volume. 
As activity recedes still further, the cost of maintaining a volume of sales in- 
creases until a sales department of any size cannot be operated at a profit. Cash 
sales become a negligible factor and the trading of distress property furnishes the 
greater part of such activity as exists. 


II. Real estate activity is only partially dependent on general business 
activity. A careful study of the fluctuations in general business in‘comparison 
with the fluctuations in real es.ate activity shows that there have been many times 
when general business was active and real estate quiet and many times when general 
business was quiet and real estate active. For instance, in 1871, 1872, 1880, 1881, 
1899, 1900, 1901, 1902, 1905, 1913, 1914, 1916, 1917, 1918 and 1929,general business 
Was active and real estate was quiet. On the contrary, in 1875, 1891, 1908, 1911, 
1921 and 1924, general business was quiet but real estate activity was above normal, | 
The most interesting of these variations are the panic of 1907-1908,which apparently ‘ 
had little effect on real estate; the war inflation of 1916, 1917 and 1918, which 
was accompanied by an almost complete inactivity of real estate; and the first post- 
war depression of 1920 and 1921 which, although it was unable to carry real estate 
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activity below normal, altered materially the beginning of the post-war real es- 
tate boom. Had this depression not occurred, this boom would have doubtless taken 
the shape of the 1905 to 1911 boom, only on a slightly larger scale. It is interest- 
ing to note that as far as the activity cycle is concerned, even the World War had 
comparatively little effect in altering the general appearance and regularity of the 
cycle. 


III. The length of the real estate cycle is much longer than the length 
of the general business cycle. Since the Civil War there have been only four major 
real estate cycles and the fourth of these is still uncompleted, while during this 
same period there have been twelve complete general business cycles averaging only 
five and one half years duration. The real estate cycles have run as follows: the 
cycle starting in 1875, the least pronounced of all of our cycles, took seventeen 
years from the time great activity started to bring it to the next period of great 
activity. The cycle starting in 1889 lasted until 1904, or fifteen years. The cycle 
starting in 1904 lasted fifteen years and the cycle starting in 1919 will apparently 
be of about the same length. 


IV. Real estate activity has increased with great rapidity in the begin- 
ning of each cycle, has reached its height and then gradually subsided over a lon 
period of years. In 1873, real estate activity went from 7% below normal to 63 
above normal in seven months. It is true that the total collapse of general business 
in the United States in the same year carried it down but it showed some resilience 
in spite of the major depression. In 1889-90, real estate activity increased from 
11% above normal to 78% above in thirteen months. In 1904-05, activity increased 
from 11% below normal to 57% above normal in fourteen months. In 1918-20, it in- 
creased from 52% below normal to 42% above normal in twenty months. The cycle start- 
ing in 1904 illustrates best the tendency which seems to be in all of these cycles, 
to a greater or less extent, of subsiding very gradually. Though it took only four- 
teen months to go up, it took thirteen years to go down. 


V. There is no apparent reason at the present time which would indicate 
that the next boom will be an exception to these general principles. Activity will, 
in all probability, follow the same course it has taken before and when conditions 
are right will increase considerably in a very short time. It will be noticed that 
in the past there has been a general balance between practically all of the infla- 
tion periods and the depressions which followed. In other words, the black areas 
above and below the line have balanced remarkably well. If real estate activity 
were to increase at this time as suddenly as it did in 1918-19, the present black 
area would not balance the post-war boom area. However, if it were to make rather 
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CUBIC COST 
JULY, 1933 - 9.85¢ 
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of various types of residential buildings. There have been numerous 

requests from clients for similar information on other kinds of build- 
ings. The building shown above, like all others studied in the Real Estate 
Analyst, is actually standing in Saint Louis. It was built in 1929 at a 
cost of 14.3 cents a cubic foot. It could be replaced during July at 9.85 
cents a cubic foot. Neither of these figures includes interest during con- 
struction, financing, or sales commission as it is not customary to build 
this type of building for speculative sale. Adding interest during con- 
struction would bring the cost to 9.85 cents per cubic foot. 


P=: issues of the Real Estate Analyst have covered construction costs 


The general specifications of this building are: CUBIC CONTENT - 
329,500 cubic feet; FOUNDATION - concrete; EXTERIOR WALLS - 13" brick; 
ROOF - 2 x 12 rafters on 18" center, best grade of tar and gravel roof; 
SASH - steel factory type; SHEET METAL WORK - 16 oz. copper; INTERIOR 
WALLS - unfinished except in the office entrance on the first floor and 
the office on the second floor; FLOORS - concrete on first floor, pine se- 
cond floor, loading platform concrete, iron bound; BASEMENT - under office 
section only; HEATING PLANT - oil burner. 
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A STUDY OF THE INCREASE IN RENTALS 
DURING THE LAST REAL ESTATE BOOM 


T a time like the present, the future of rentals is especially interesting. Dur- 
Az the past four months,practically everything in the United States has gone up 

except rentals. The stock market, even with the recent break, has more than 
doubled. Commodity prices have increased by more than twenty-six percent. Single 
family residence rentals have dropped seven percent and apartment rentals, five per- 
cent. 


A great deal of time was spent during the month, checking rentals in the 
period from 1915 to the present. Our rental index for Greater Saint Louis has been 
based on monthly figures for the past three years and on annual figures for preced- 
ing years. Monthly figures have now been worked out for the periods when rentals 
were rising rapidly in 1919-20 and a special study was made of these months. The 
charts on the opposite page show the period of rise and the period of decline with 
all items considered as 100% in 1926, the year to which the President wishes to re- 
turn prices. 


Many things of interest were discovered in this study. We are listing be- 
low those that we think have present significance. 


I. The greatest number of advertisements of single family residences for 
rent appeared in 1917 and the early part of 1918. During 1919, advertisements fel) 
off rapidly, indicating the absorption of vacancies. By the Spring of 1920, for 
rent advertisements had almost disappeared from the papers - there were but nineteen 
that we would consider genuine in the entire month of April. This was the time of 
the housing shortage. In 19235 and 1924, for-rent ads started coming back, indicat- 
ing that the worst of the housing shortage was over. 


II. Prior to 1919, from forty to sixty percent of the ads in” the paper 
each day were for residences with eight rooms or more. When ads started coming back 
in 1923 and 1924, there were practically no advertisements of larger homes. Today 
advertisements are present in about the same number as 1918 but there are practical- 
ly no larger residences represented in the ads. Less than ten percent of the ads 
which have appeared so far this year are for homes with eight rooms or more. What 
has become of these larger homes which were present in such large number fifteen 
years ago? Have they all been torn down or are they occupied at a time when vacan- 
cies are so high? It seems to us that the true explanation is that a large part of 
these buildings were in the older part of the city, east of Grand Avenue. A small 
part of them have undoubtedly been torn down for street widenings and other improve- 
ments. The greater part of the balance have changed from white to colored use due 
to the great influx of negroes from the south during the latter part of the war and 
the early part of the post-war period. This increased the rate of absorption at the 
beginning of the last boom. 


III. Rentals did not increase until the number of advertisements in the 


papers started decreasing, indicating the absorption of vacancies. 


IV. Wholesale prices and wages both rose in advance of rentals. This will 
happen again. However, the faster the National Industrial Recovery Act increases 
wages, the sooner the doubled up families will unscramble and the delayed marriages 
take place. This will increase the rate of absorption and will cause rentals to rise 
before they otherwise would. 


V. The lag in the increase in residential rentals, in comparison with al- 
most all other commodities and services is undoubtedly due to the fact that there is 
no middleman to take up the slack. After a period of prolonged depression, the ini- 
tial demand for commodities does not come from the consumer, but from the wholesaler, 
the jobber, the retailer and the speculator. Large inventories are built up at low 
prices with the expectation of price increases. Goods are bought by speculators, not 
for use but for resale at a profit. Speculators do not lease whole apartments with 
the idea of subleasing separate units at a profit. Rentals do not increase until 
the excess vacancy has been absorbed by the ultimate consumer. 


VI. It is our belief that rentals will not show any great improvement un- 
til the appearance of far more definite signs that vacancy is being absorbed at a 
rapid rate. 


The REAL ESTATE ANALYST is published monthly by REAL ESTATE ANAL- 
YSTS, INC., Saint Louis, a statistical, survey and appraisal or- 
ganization. The subscription price is $180 a year, payable semi- 
annually in advance. REAL ESTATE ANALYSTS, INC., is not engaged 
in financing, management or brokerage of real estate. 








179 











NUMBER OF FAMILY ACCOMMODATIONS PROVIDED EACH MONTH BY ALL NEW BUILDING PERMITS 


FORECLOSURES 


THIS MONTH = 137 
LAST " i44 
YEAR AGO 132 






APARTMENT RENTALS: 
Drop during the month.......ee0- 
Drop since the first of the year. 8.7% 


‘ 0.4% 


Drop in the last 12 months...... 15.8% 
Drop from the peak in 1922...... 43.6% 
SINGLE FAMILY RESIDENCE RENTALS: 

Drop during the month............ 2.1% 
Drop since the first of the year. 7.2% 
Drop in the last 12 months..... » 18.1% 
Drop from the peak in 1924...... 35.5% 


NEW BUILDING 


THIS MONTH 30 
25 
40 





marriage rate in Saint Louis has 

been higher than a year ago. In 
these three months it has advanced 
19.2%, the largest percentage of in- 
crease since the stock market crash. 
We believe that this increase is due, 
in a large part,to an increased confi- 
dence by young employed people in in- 
Gustrial stability and the chance of 
continued employment. There were 424 


| = the third consecutive month,the 


marriages in July in contrast with 524 
marriages 
vorce. 


dissolved by death or di- 





AVERAGE RENT IN DOLLARS PER ROOM PER MONTH 


ORECLOSURES dropped five percent 
on our index during July. This is 
not as large a drop as the one 


last November but with that single ex- 
ception, it exceeds all other drops in 
any single month since 1927. It is 
true that after the heavier drop of 
last November, foreclosures increased 
again the following month. This may 
happen again but the general improve- 
ment in business leads us to believe 
that no new highs will be reached. 
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HE number of family accommodations 
provided for in all new building 


permits, issued during the past 
month increased slightly. During the 
first seven months of this year, per- 


mits have been issued to accommodate 
171 families. Contrast this with May, 
1926, when 1606 accommodations were 
covered by new permits in a single 
month. We do not believe that there 
will be any amount of residential 
building for some time to come. 
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NUMBER OF MARRIAGE LICENSES ISSUED PER MONTH FOR EACH 10,000 MALES 
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